
TEXAS STATE BANK

20 t»

November 10,2006
Surface Transportation Board
1925 K Street NW, Suite 700
Washington, DC 20423-0001

Re: Rio Grande Chemical. Ltd.

To whom it may concern:

Enclosed you will find 1 set of security agreements along with the appropriate fee.
Please file and return to my attention at the address below.

Should you have any questions in regards to this, please feel free to contact me at
(956)971-5950.

12-33PM

Yours very truly,

Kay Hernandez
Lending Assistant

P.O. Box4797 • McAllen, Texas 78502-4797 • (956)631-5401



SECURITY AGREEMENT

DATE AND PARTIES. The date of this Security Agreement (Agreement) is September 28, 2006. The parties and their
addresses are:

^ P 5 «SECURED PARTY: HKTWiBinN N Q ^ y P « FILED
TEXAS STATE BANK

33 PM
DEB™oRORANDECHEM,CAL.LTD. SURFACE I WNSPOR I ATION BOARD

a Texas Limited Partnership
P.O. Box 69
McAllen, Texas 7850S-0069

The pronouns "you" and "your" refer to the Secured Party. The pronouns "I," "mu" and "my" refer to each person or entity
signing this Agreement as Debtor and agreeing to give the Property described in this Agreement as security for the Secured
Debts.

1. SECURED DEBTS. The term "Secured Debts" includes and this Agreement will secure each of the following:

A. Specific Debts. The following debts and all extensions, renewals, refinancings, modifications and replacements. A
promissory note or other agreement, No. 145018, dated September 28, 2(106, from me to you, in the amount of
$1,600,000.00.

B. All Debts. All present and future debts from me to you, even if this Agreement is not specifically referenced, the future
debts are also secured by other collateral, or if the future debt is unrelated to or of a different type than this debt. If more
than one person signs this Agreement, each agrees that it will secure debts incurred either individually or with others who
may not sign this Agreement. Nothing in this Agreement constitutes a commitment to make additional or future loans or
advances. Any such commitment must be in writing.

This Agreement will not secure any debt for which you fail to give any required notice of the right of rescission. This
Agreement will not secure any debt for which a non-possessory, non-purchase money security interest is created in
"household goods" in connection with a "consumer loan," as those terms are defined by federal law governing unfair and
deceptive credit practices.

C. Sums Advanced. All sums advanced and expenses incurred by you under the terms of this Agreement.
Loan Documents refer to all the documents executed in connection with the Secured Debts.

2. SECURITY INTEREST. To secure the payment and performance of the Secured Debts, I give you a security interest in all of
the Property described in this Agreement that I own or have sufficient rights in which to transfer an interest, now or in the
future, wherever the Property is or will be located, and all proceeds and products from the Property (including, but not limited
to, all parts, accessories, repairs, replacements, improvements, and accessions to the Property). Property is all the collateral
given as security for the Secured Debts and described in this Agreement, and includes all obligations that support the payment
or performance of the Property. "Proceeds" includes anything acquired upon thu sale, lease, license, exchange, or other
disposition of the Property; any rights and claims arising from the Property; and any collections and distributions on account of
the Property.

This Agreement remains in effect until terminated in writing, even if the Secured Debts are paid and you are no longer
obligated to advance funds to me under any loan or credit agreement.

3. PROPERTY DESCRIPTION. The Property is described as follows:

A. Specific Property. Assignment of Rider No. 7 to Railcar Net Lease Agreement, dated April 1, 2004, by and between Rio
Grande Chemical, Ltd., (Lessor) and Halliburton Energy Services, Inc., (Lessee) and proceeds thereof.
Inventory consisting of (75) railcars RGCX:
36075, 36076, 36077, 36078, 36079, 36080, 36081, 36082, 36083, 36085, 36086, 36087, 36088, 36089, 36091,
36092, 36095, 36096, 36097, 36098, 36101, 36102, 36103, 36104, 36105, 36106, 36107, 36108, 36109, 36110,
36111, 36112, 36113, 36114, 36115. 36118. 36119, 36120, 36121, 36124. 36126, 36128, 36129, 36130, 36131,
36132, 36133, 36134, 36135, 36136, 36137, 36138, 36139, 36140, 36141, 36142, 36143, 36144, 36145, 36148,
36150, 36152, 36155, 36156, 36157, 36160, 36161, 36162, 36163, 361S5, 36166, 36167, 36169, 36170, and
36173.

4. WARRANTIES AND REPRESENTATIONS. I make to you the following warranties iind representations which will continue as
long as this Agreement is in effect:

A. Power. I am duly organized, and validly existing and in good standing in all jurisdictions in which I operate. I have the
power and authority to enter into this transaction and to carry on my business or activity as it is now being conducted and,
as applicable, am qualified to do so in each jurisdiction in which I operate.

B. Authority. The execution, delivery and performance of this Agreement and the obligation evidenced by this Agreement
are within my powers, have been duly authorized, have received all necessary governmental approval, will not violate any
provision of law, or order of court or governmental agency, and will not violate any agreement to which I am a party or to
which I am or any of my property is subject.

C. Name and Location. My name indicated in the DATE AND PARTIES section is my exact legal name. I am an entity
organized and registered under the laws of Texas. I will provide verification of registration and location upon your request.
I will provide you with at least 30 days notice prior to any change in my name, address, or state of organization or
registration.

D. Business Name. Other than previously disclosed in writing to you I have not changed my name or principal place of
business within the last 10 years and have not used any other trade or fictitious name. Without your prior written consent,
I do not and will not use any other name and will preserve my existing name, trade names and franchises.

E. Ownership of Property. To the extent this is a Purchase Money Security Interest I will acquire ownership of the Property
with the proceeds of the Purchase Money Loan. Your claim to the Property is ahead of the claims of any other creditor,
except as disclosed in writing to you prior to any advance on the Secured Debts. I represent that I am the original owner of
the Property and, if I am not, that I have provided you with a list of prior owners of the Property. /

5. DUTIES TOWARD PROPERTY. /
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SECURITY AGREEMENT

DATE AND PARTIES. The date of this Security Agreement (Agreement) is September 28, 2006. The parties and their
addresses are:

RTCCRBAT10N Ml* Co V> S* .. FIIEO

NOV 20 -06 12-3 3PM

SURFACE T8ANSPORIATION BOARD

SECURED PARTY:
TEXAS STATE BANK
3900 North 10th Street
McAllen, Texas 78501-1719

DEBTOR:
RIO GRANDE CHEMICAL, LTD.
a Texas Limited Partnership
P.O. Box 69
McAllen, Texas 78505-0069

The pronouns "you" and "your" refer to the Secured Party. The pronouns "I," "me" and "my" refer to each person or entity
signing this Agreement as Debtor and agreeing to give the Property described in this Agreement as security for the Secured
Debts.

1. SECURED DEBTS. The term "Secured Debts" includes and this Agreement will secure each of the following:

A. Specific Debts. The following debts and all extensions, renewals, refinancings, modifications and replacements. A
promissory note or other agreement. No. 145018, dated September 28, 2006, from me to you, in the amount of
$1,600,000.00.
B. All Debts. All present and future debts from me to you, even if this Agreemunt is not specifically referenced, the future
debts are also secured by other collateral, or if the future debt is unrelated to or of a different type than this debt. If more
than one person signs this Agreement, each agrees that it will secure debts incurred either individually or with others who
may not sign this Agreement. Nothing in this Agreement constitutes a commitment to make additional or future loans or
advances. Any such commitment must be in writing.

This Agreement will not secure any debt for which you fail to give any required notice of the right of rescission. This
Agreement will not secure any debt for which a non-possessory, non-purchuse money security interest is created in
"household goods" in connection with a "consumer loan," as those terms are defined by federal law governing unfair and
deceptive credit practices.
C. Sums Advanced. All sums advanced and expenses incurred by you under the i:erms of this Agreement.

Loan Documents refer to all the documents executed in connection with the Secured Debts.

2. SECURITY INTEREST. To secure the payment and performance of the Secured Dsbts, I give you a security interest in all of
the Property described in this Agreement that I own or have sufficient rights in which to transfer an interest, now or in the
future, wherever the Property is or will be located, and all proceeds and products from the Property (including, but not limited
to, all parts, accessories, repairs, replacements, improvements, and accessions to the Property). Property is all the collateral
given as security for the Secured Debts and described in this Agreement, and includes all obligations that support the payment
or performance of the Property. "Proceeds" includes anything acquired upon the sale, lease, license, exchange, or other
disposition of the Property; any rights and claims arising from the Property; and any collections and distributions on account of
the Property.
This Agreement remains in effect until terminated in writing, even if the Secured Debts are paid and you are no longer
obligated to advance funds to me under any loan or credit agreement.

3. PROPERTY DESCRIPTION. The Property is described as follows:

A. Specific Property. Assignment of Rider No. 7 to Railcar Net Lease Agreement, dated April 1, 2004, by and between Rio
Grande Chemical, Ltd., (Lessor) and Halliburton Energy Services, Inc., (Lessee) and proceeds thereof.
Inventory consisting of (75) railcars RGCX:
36075, 36076, 36077, 3607B, 36079, 36080, 36081, 36082, 36083, 36085, 36086, 36087, 36088, 36089, 36091,
36092, 36095, 36096, 36097, 36098, 36101, 36102, 36103, 36104, 36105, 36106, 36107, 36108, 36109, 36110,
36111, 36112, 36113, 36114, 36115, 36118, 36119, 36120, 36121, 36124, 36126, 36128, 36129, 36130, 36131,
36132, 36133, 36134, 36135, 36136, 36137, 36138, 36139, 36140, 36141, 36142, 36143, 36144, 36145, 36148,
36150, 36152, 36155, 36156, 36157, 36160, 36161, 36162, 36163, 36161), 36166, 36167, 36169, 36170, and
36173.

4. WARRANTIES AND REPRESENTATIONS. I make to you the following warranties and representations which will continue as
long as this Agreement is in effect:

A. Power. I am duly organized, and validly existing and in good standing in all jurisdictions in which I operate. I have the
power and authority to enter into this transaction and to carry on my business or activity as it is now being conducted and,
as applicable, am qualified to do so in each jurisdiction in which I operate.

B. Authority. The execution, delivery and performance of this Agreement and the obligation evidenced by this Agreement
are within my powers, have been duly authorized, have received all necessary governmental approval, will not violate any
provision of law, or order of court or governmental agency, and will not violate any agreement to which I am a party or to
which I am or any of my property is subject.

C. Name and Location. My name indicated in the DATE AND PARTIES section is my exact legal name. I am an entity
organized and registered under the laws of Texas. I will provide verification of registration and location upon your request.
I will provide you with at least 30 days notice prior to any change in my narmi, address, or state of organization or
registration.

D. Business Name. Other than previously disclosed in writing to you I have not changed my name or principal place of
business within the last 10 years and have not used any other trade or fictitious name. Without your prior written consent,
I do not and will not use any other name and will preserve my existing name, trade mimes and franchises.

E. Ownership of Property. To the extent this is a Purchase Money Security Interest I will acquire ownership of the Property
with the proceeds of the Purchase Money Loan. Your claim to the Property is ahe.id of the claims of any other creditor,
except as disclosed in writing to you prior to any advance on the Secured Debts. I represent that I am the original owner of
the Property and, if I am not, that I have provided you with a list of prior owners of the Property.

5. DUTIES TOWARD PROPERTY.
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A. Protection of Secured Party's Interest. I will defend the Property against any other claim. I agree to do whatever you
require to protect your security interest and to keep your claim in the Property iihead of the claims of other creditors. I will
not do anything to harm your position.

I will keep books, records and accounts about the Property and my business h general. I will let you examine these and
make copies at any reasonable time. I will prepare any report or accounting you request which deals with the Property.
B. Use, Location, and Protection of the Property. I will keep the Property in my possession and in good repair. I will use it
only for commercial purposes. I will not change this specified use without your prior written consent. You have the right
of reasonable access to inspect the Property and I will immediately inform you of any loss or damage to the Property. I will
not cause or permit waste to the Property.
I will keep the Property at my address listed in the DATE AND PARTIES section unless we agree I may keep it at another
location. If the Property is to be used in other states, I will give you a list of those states. The location of the Property is
given to aid in the identification of the Property. It does not in any way limit the scope of the security interest granted to ,
you. I will notify you in writing and obtain your prior written consent to any change in location of any of the Property. I _ /
will not use the Property in violation of any law. I will notify you in writing prior to any change in my address, name or, if 9 V
an organization, any change in my identity or structure. The Property will be located on various railroads In the USA.
Until the Secured Debts are fully paid and this Agreement is terminated, I will not grant a security interest in any of the
Property without your prior written consent. I will pay all taxes and assessments levied or assessed against me or the
Property and provide timely proof of payment of these taxes and assessments upon request.
C. Selling, Leasing or Encumbering the Property. I will not sell, offer to sell, leiise, or otherwise transfer or encumber the
Property without your prior written permission, except for Inventory sold in the ordinary course of business at fair market
value, or at a minimum price established between you and me. If I am in default under this Agreement, I may not sell the
Inventory portion of the Property even in the ordinary course of business. Any disposition of the Property contrary to this
Agreement will violate your rights. Your permission to sell the Property may be reasonably withheld without regard to the
creditworthiness of any buyer or transferee. I will not permit the Property to be the subject of any court order affecting my
rights to the Property in any action by anyone other than you. If the Property includes chattel paper or instruments, either
as original collateral or as proceeds of the Property, I will note your security interest on the face of the chattel paper or
instruments.
0. Additional Duties Specific to Accounts. I will not settle any Account for leits than its full value without your written
permission. Until you tell me otherwise, I will collect all Accounts in the ordinary course of business. I will not dispose of
the Accounts by assignment without your prior written consent. I will keep tho proceeds from all the Accounts and any
goods which are returned to me or which I take back. I will not commingle thorn with any of my other property. I will
deliver the Accounts to you at your request. If you ask me to pay you the full price on any returned items or items retaken
by me, I will do so. I will make no material change in the terms of any Account, and I will give you any statements,
reports, certificates, lists of Account Debtors (showing names, addresses and amounts owing), invoices applicable to each
Account, and other data in any way pertaining to the Accounts as you may request.

6. INSURANCE. I agree to keep the Property insured against the risks reasonably associated with the Property. I will maintain
this insurance in the amounts you require. This insurance will last until the Property is released from this Agreement. I may
choose the insurance company, subject to your approval, which will not be unreasonably withheld.
I will have the insurance company name you as loss payee on any insurance policy. I will give you and the insurance company
immediate notice of any loss. You may apply the insurance proceeds toward what is owed on the Secured Debts. You may
require added security as a condition of permitting any insurance proceeds to be used to repair or replace the Property.
If you acquire the Property in damaged condition, my right to any insurance policies and proceeds will pass to you to the extent
of the Secured Debts.
I will immediately notify you of cancellation or termination of insurance. If I fail to k*ep the Property insured, you may obtain
insurance to protect your interest in the Property and I will pay for the insurance on your demand. You may demand that I pay
for the insurance all at once, or you may add the insurance premiums to the balance of the Secured Debts and charge interest
on it at the rate that applies to the Secured Debts. This insurance may include coverages not originally required of me, may be
written by a company other than one I would choose, and may be written at a higher rate than I could obtain if I purchased the
insurance. I acknowledge and agree that you or one or your affiliates may receive commissions on the purchase of this
insurance.

7. COLLATERAL PROTECTION INSURANCE. Property Insurance is required. I agree to buy insurance on the Property in the
amount you specify, subject to applicable law. I shad have the option of furnishing any required insurance either through
existing policies of insurance owned or controlled by me or procuring and furnishing the equivalent coverage through any
insurance company authorized to do business in Texas or an eligible surplus line insurer to the extent permitted by law. I will
name you as loss payee under the policy. I may be required to deliver to you a copy of the collateral protection insurance
policy and proof of payment of premiums.
If | fail to meet any of these requirements, you may obtain collateral protection insurance on my behalf. You are not required
to purchase any type or amount of insurance. To the extent permitted by law, you may obtain insurance that will cover either
the actual amount of unpaid indebtedness or the replacement cost of improvements, subject to policy limits. If you purchase
insurance for the Property, I will be responsible for the cost of that insurance, including interest and any other charges incurred
by you in connection with the placement of collateral protection insurance to the exttmt permitted by law. I understand that
insurance you obtain may cost significantly greater than the cost of insurance I could nave obtained. Amounts that I owe are
due and payable upon demand or on such other terms as you require to the extent permitted by law.

8. COLLECTION RIGHTS OF THE SECURED PARTY. Account Debtor means the porson who is obligated on an account,
chattel paper, or general intangible. I authorize you to notify my Account Debtors of your security interest and to deal with the
Account Debtors' obligations at your discretion. You may enforce the obligations of an Account Debtor, exercising any of my
rights with respect to the Account Debtors' obligations to make payment or otherwise render performance to me, including the
enforcement of any security interest that secures such obligations. You may apply proceeds received from the Account
Debtors to the Secured Debts or you may release such proceeds to me.
I specifically and irrevocably authorize you to exercise any of the following powers at my expense, without limitation, until the
Secured Debts are paid in full:

A. demand payment and enforce collection from any Account Debtor or Obligor by suit or otherwise.
B. enforce an> security interest, lien or encumbrance given to secure the payment or performance of any Account Debtor or
any obligation constituting Property.
C. file proofs of claim or similar documents in the event of bankruptcy, insolvency or death of any person obligated as an
Account Debtor.Account ueoior. /
D. compromise, release, extend, or exchange any indebtedness of an Account Debtor. /

M
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State of Texas
County of Hidalgo

(Corporate Acknowledgment)

This instrument was acknowledged before me on this 28™ day of September . 2006 by
Paul G. Veale. Jr.. Manager of Rio Grande Chemical (GP). L.L.C.. General partner of
Rio Grande Chemical. Ltd.. a Texas Limited Partnership.

Nolary Public, Stale of Tcxfts

KAY G HERNANDEZ
Notary Public

STATE OF TEXAS
My Comm. £x». 03-03-2009


